Abstract
I. RESEARCH BAKGROUND
Business competition today requires company to improve its performance in order to survive, even win the competition. According to Veronica (2012) , inability of the company to survive in the global competition may cause the company runs into diminution of business volume that may ultimately have an impact on business bankruptcy. One of the causes of business bankruptcy is sustaining financial distress problem in a company. According to Platt and Platt (2002) in Atmini (2005) , financial distress is a decline stage of financial condition in a company, which occurred prior to the bankruptcy or liquidation. This condition is usually characterized by delivery delays, declining product quality and delay bill payments from the bank.
In practice, a financial distress company tends to do variety ways to hide their real performance to the external parties, such as investors, creditors, and public. One of them is perform earnings management. According to Jaggi and Lee (2002) in Jaggi and Sun (2005) , it has been well documented in the literature that managers of financially distressed firms
